LOUISIANA PUBLIC SERVICE COMMISSION
ORDER NUMBER U-35565

ENTERGY LOUISIANA, LLC,
EX PARTE

Docket No. U-35565, In re: Application for Extension and Modification of Formula Rate Plan.

(Decided at the May 19, 2021 Business and Executive Session.)

. OVERVIEW AND PROCEDURAL HISTORY

On May 29, 2020, Entergy Louisiana, LLC (“ELL” or the “Company”) filed with the
Louisiana Public Service Commission (“LPSC” or “Commission”) the Application of Entergy
Louisiana, LLC for Authority to Extend Formula Rate Plan (“Application”) seeking extension and
modification of its Formula Rate Plan (“FRP”). The last Test Year of the current FRP is Test
Year 2019, which sets rates through August 2021. The Louisiana Public Service Commission
(“LPSC” or “Commission”) published notice of the Application in its Official Bulletin dated June
12, 2020, and established a 25-day intervention period. ELL re-urged its Application on June 25,
2020, and notice was published in the June 26, 2020 Official Bulletin for an additional 15-day
intervention period. Notice of ELL’s Application was also published in the official journals. The
following parties intervened: Alliance for Affordable Energy, Louisiana Energy Users Group,
Marathon Petroleum Company LP, and Walmart Inc. (collectively, “Intervenors”). At the
Commission’s December 18, 2019 Business and Executive Session (“B&E”), the Commission
retained United Professionals Company as outside consultants to assist Commission Staff with
this proceeding, (collectively “Staff”).

At a July 28, 2020 Status Conference before Chief Administrative Law Judge Melanie
Verzwyvelt, ELL proposed to defer establishing a procedural schedule in order to allow parties
time for discovery and to work toward a consensual resolution of the issues in the Application.
This procedural approach was affirmed and a deadline set for ELL to submit a status report
advising the Judge Verzwyvelt regarding the status of settlement discussions. Staff and the
Intervenors conducted extensive discovery regarding the Company’s Application over a period of
several months. The parties participated in numerous conferences, meetings, and discussions,
ultimately reaching a stipulation in this matter. Multiple monthly status reports were filed into

the record in accordance with deadlines established by Judge Verzwyvelt.

On April 23, 2021, ELL and Staff filed the Unopposed Joint Motion for Consideration of
Proposed Stipulation by the Commission Pursuant to Rule 57 (“Joint Motion”) requesting that the
Commission assert its original and primary jurisdiction and consider, at its May 19, 2021 Business
& Executive (“B&E”) Session, the proposed settlement of the outstanding issues in this docket as
provided in the uncontested Stipulation Term Sheet (“Stipulation”) and issue an order approving
the settlement. The Joint Motion was supported by the Stipulation (including its exhibits) attached
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as Attachment “A” in globo resolving all of the issues in this docket. ELL, Staff and Intervenors
all executed and supported the Stipulation. The Joint Motion was further supported by the
Settlement Testimony and Exhibit of Ms. Elizabeth C. Ingram on behalf of ELL as Attachment
“B”, and the Testimony in Support of Uncontested Proposed Stipulated Settlement and Exhibit of
Mr. R. Lane Sisung on behalf of Staff as Attachment “C” (HSPM version Attachment “C-1” filed
under seal). At the Commission’s May 19, 2021 B&E, the Commission voted to exercise its
original and primary jurisdiction under Rule 57 of the Commission’s Rules of Practice and
Procedure, grant the unopposed Joint Motion, and adopt the Stipulation by unanimous vote.

1. COMMISSION JURISDICTION

The jurisdiction of the Commission is set forth by constitutional and statutory provisions.

The Louisiana Constitution, Article IV, Section 21, provides:

The Commission shall regulate all common carriers and public utilities and have
such other regulatory authority as provided by law. It shall adopt and enforce
reasonable rules, regulations, and procedures necessary for the discharge of its
duties, and shall have other powers and perform other duties as provided by law.

1. COMPANY’S APPLICATION

ELL rates have been set through LPSC-approved FRPs since 1995 and former Entergy
Gulf States Louisiana, L.L.C since 2005. ELL’s most recent FRP was approved in Order No. U-
34361 and expired with the 2019 Evaluation Period. Inits Application the Company sought among
other things, to (i) extend the FRP through the 2022 Evaluation Period (an additional three years);
(ii) maintain a 9.80% Evaluation Period Cost of Equity (“EPCOE”); (iii) apply a one-time reset of
Base Rider FRP Revenue to the midpoint of the Bandwidth (9.80%) based on a 2020 Evaluation
Period; (iv) change the methodology for calculating rate base from beginning/ending average to
end of year; (v) deferral of certain outside of right of way vegetation maintenance expenses and
(v) implement a distribution recovery mechanism (“DRM?”). In support of its Application ELL
filed the Direct Testimony and Exhibits of Phillip R. May, Joshua B. Thomas, and Anthony P.
Arnould. ELL’s Application states that it is seeking the extension and modification so that the
“FRP will result in just and reasonable rates that will permit the Company to continue making
investments that will yield direct benefits to customers in the form of enhanced reliability and

performance.”®

IV. STIPULATION

After extensive discovery and settlement conferences involving all the parties, the parties
were able to resolve all issues in the Company’s Application and executed the Stipulation with
exhibits. Attached to the Stipulation as Exhibit A is the modified FRP tariff, Rider Schedule FRP
in redline compared to the most recent Rider Schedule FRP approved in Order No. U-34631,
attached as Exhibit B is an illustrative calculation of the DRM; and, attached as Exhibit C are the

DRM Reporting Requirements. In support of the Stipulation, both Staff and ELL filed testimony.

LELL Application at 1.
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Ms. Ingram’s testimony describes ELL's Application, provides an overview of the Stipulation, and
sets forth the reasons ELL agrees the Stipulation. Mr. Sisung also summarizes the Application,
discusses the Stipulation, and recommends that the Commission approve the Stipulation as just
and reasonable and in the public interest. He further testifies that the Stipulation approves a
modified FRP which provides a framework to set just and reasonable rates for ELL customers
during the renewed term of the FRP. A summary of the key provisions included in the Stipulation

is as follows:

e Extension of ELL’s FRP for three years, through the 2022 Test Year.

e A one-time adjustment to rates of $63 million for Test Year 2020 effective for bills
issued in September 2021.

e FRP bandwidth for Test Years 2021 and 2022 of 9.00% — 10.00% (midpoint return on
equity reduced from 9.80% to 9.50%).

e Caps on any potential cost of service rate increases for Test Years 2021 and 2022 —
cannot exceed $70M cumulatively.

e Implements Distribution Recovery Mechanism (providing for the recovery of
distribution investment above $200M for Test Year 2020 and $150M for Test Years
2021-2022 with a cap of $225M annually) designed to operate in manner similar to
Transmission Recovery Mechanism.

= Contains performance requirements for improvements in outage frequency
and duration.

= |f performance requirements not met, ELL must make refunds to customers .

= Provides enhanced transparency and accountability for ELL’s distribution
spending.

e A process to address any future federal tax rate changes within the ELL’s already
existing Tax Reform Adjustment Mechanism, which was created to address tax rate
reductions associated with the Tax Cuts and Jobs Act.

e A continuation of the Transmission Recovery Mechanism, which allows for
accelerated recovery of Transmission rate base investment placed in service above a
$100 million floor.

e A continuation of the Midcontinent Independent System Operator Recovery
Mechanism (“MCRM?”), which allows for the variable transmission revenues and
MISO expenditures to be annually trued up in rates.

e An agreement that the Parties shall engage in a collaborative process to present and
discuss proposals for an Arrearage Management Program (“AMP?”), whereby if a joint
agreement is not reached, any party may propose an AMP for the Commission to
consider.

V. COMMISSION ACTION

This matter was placed on the May 19, 2021 B&E Agenda for the Commission's
consideration. On the motion of Vice Chairman Skrmetta, seconded by Commissioner Francis,
and unanimously adopted, the Commission voted to assert its original and primary jurisdiction
and take the matter up pursuant to Rule 57 of the Commission’s Rule of Practice and Procedure.

On the motion of Vice Chairman Skrmetta, seconded by Commissioner Francis and unanimously
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adopted, the Commission voted grant the unopposed Joint Motion filed April 23, 2021 and adopt
the Stipulation with exhibits as executed and supported by all parties to this proceeding resolving

all issues in this matter.

THEREFORE, IT IS ORDERED:

1. That the Commission adopts the Stipulation with exhibits attached to this Order as
Attachment A, in globo.

2. This Order is effective immediately.

BY ORDER OF THE COMMISSION
BATON ROUGE, LOUISIANA
June 4, 2021

/SI CRAIG GREENE
DISTRICT 1l
CHAIRMAN CRAIG GREENE

/SI ERIC F. SKRMETTA
DISTRICT I
VICE CHAIRMAN ERIC F. SKRMETTA

/SI FOSTER L. CAMPBELL
DISTRICT V
COMMISSIONER FOSTER L. CAMPBELL

/S LAMBERT C. BOISSIERE, Il
DISTRICT 111
COMMISSIONER LAMBERT C. BOISSIERE, Il

/SI MIKE FRANCIS
) DISTRICT IV
/ COMMISSIONER MIKE FRANCIS

BRANDON M. FREY
SECRETARY
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BEFORE THE
LOUISIANA PUBLIC SERVICE COMMISSION

DOCKET NO. U-35565

ENTERGY LOUISIANA, LLC,
EX PARTE

In re: Application for Extension and Modification of Formula Rate Plan.

STIPULATION TERM SHEET

This Stipulation Term Sheet (“Stipulation”) is entered into by and among Entergy
Louisiana, LLC (“ELL” or the “Company”); Louisiana Public Service Commission (“LPSC” or
“Commission”) Staff (“Staff’); and Intervenors: the Louisiana Energy Users Group (“LEUG”);
Marathon Petroleum Company, LP (“Marathon”); Alliance for Affordable Energy; and Walmart,
Inc. (collectively the “Parties”). Accordingly, the Parties propose the following settlement terms
to the Commission:

A. Conditions Precedent

1. This Stipulation reflects a compromise, settlement, and accommodation among the
Parties and the terms and conditions herein are interdependent.

2. All actions by the Company contemplated or required by this Stipulation are
conditioned upon the Commission’s issuance of a final order in this proceeding

consistent with the terms of this Stipulation, which includes the exhibits hereto.
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B. Application in LPSC Docket No. U-35565

1.

This Stipulation resolves all issues associated with the Company’s pending application
in this proceeding for an extension and modification of its Formula Rate Plan (“FRP”),
Rider Schedule FRP (“Application”).

The Company agrees to (i) the specific relief described herein and (ii) the extension
and modification of its prior FRP as provided for in Exhibit “A”, which reflects a
revised Formula Rate Plan Rider, Rider Schedule FRP. The Stipulation and its exhibits

read together reflect the agreement between the Parties.

C. Extension, Modification, and Re-authorization of Formula Rate Plan

1.

2.

The Company’s most recent FRP, Rider Schedule FRP-1, as modified herein and as

reflected in Exhibit “A”,! shall be extended through Test Year 2022. For each Test

Year of the extended term (i.e., 2020, 2021, and 2022) the Company shall submit an

annual FRP Evaluation Report for the 12 months ending December 31 of 2020, 2021,

and 2022 (“Extension Period”), respectively, with FRP Rider Revenue for these three

Test Years to be re-determined pursuant to the terms of this Stipulation and Rider

Schedule FRP as set forth in Exhibit “A”.

Annual Evaluation Report Filings and Review Process During Extension Period:

a. Except for the Evaluation Report for Test Year 2020, ELL’s annual Evaluation
Reports during the Extension Period shall be due on or before May 31 of the

respective filing years.

! All modifications of the Company’s prior FRP agreed to by the Parties appear as redlined changes on

Exhibit “A”.
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. For Test Year/Evaluation Period 2020, the Evaluation Report shall be due on or

before June 30, 2021. All other scheduled due dates in the review process shall
also be extended by 30 days. However, the date for implementation of rates
resulting from the 2020 Test Year Evaluation Report shall be maintained as the first
billing cycle of September 2021 (as provided for in subsection 2.c., immediately
below), subject to refund pending completion of the Parties’ review in accordance
with the established FRP process.

FRP Revenues shall be adjusted as provided for in Section 2.C. of Rider Schedule
FRP and shall be effective for monthly bills rendered on and after the first billing
cycle of September of each filing year (i.e., September 2021, September 2022, and
September 2023, respectively), unless a later rate effective date is agreed to by the

Parties.

3. With the exception of application of the Bandwidth Provisions of the FRP (Sections
2.C.2.c.(3) through 2.C.2.c.(6)) for Test Year 2020 (September 2021), ELL’s FRP shall
reflect a 9.50% Evaluation Period Cost of Equity (“EPCOE”) for the term of the FRP
and corresponding rate effective periods. The Company’s FRP shall also reflect a
Common Equity Bandwidth (“Bandwidth”) that spans from 50 basis points above the
EPCOE to 50 basis points below (from 9.00%-10.00%).2

. For the Evaluation Period ending December 31, 2020, the Bandwidth Provisions of the
FRP (Sections 2.C.2.c.(3) through 2.C.2.c.(6)) will be temporarily suspended such that

Base Rider FRP Revenue will be increased by $63 million. The Bandwidth Provisions

2

Le., the total 100 basis point common equity bandwidth consists of 50 basis points both above and below

the target 9.50% common equity return, based on the Test Year as described above.
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of the FRP will be reinstated for the remaining term of the FRP Extension Period (i.e.,
through the 2022 Test Year). There will be no sharing above the Upper Band or below
the Lower Band such that Base Rider FRP Revenue will be adjusted to the Upper Band
or Lower Band if the Earned Return on Common Equity (“EROE”) falls above or
below the Bandwidth, respectively and subject to the cumulative cap described herein.
Pursuant to Rider Schedule FRP, Base Rider FRP Revenue determinations will reflect
the corporate federal income tax rate in effect at the time ELL’s annual Evaluation
Reports are filed and subject to a regulatory aséet/liability provided for in the Tax
Reform Adjustment Mechanism (“TRAM”).

Except for the items otherwise specifically referenced and changed by approval of this
Stipulation, the base revenue allocation methodology for rate design purposes reflected
in Rider Schedule FRP shall continue to be used to set rates through the rate effective
period for the Extension Period (i.e. through at least August 2024).

Any annual Base Rider FRP rate increase provided for under Section 2.C.2.c of Rider
Schedule FRP shall not exceed $70 million in the aggregate for the 2021 and 2022
Evaluation Periods (“Rate Cap Mechanism”). However, this Rate Cap Mechanism
shall not be applicable to any rate changes provided for in Sections 3, 4, or 5 of Rider
Schedule FRP (ie., relating to Provisions for Other Rate Changes such as, the
Additional Capacity Mechanism, the MISO Cost Recovery Mechanism (“MCRM”),
the Transmission Recovery Mechanism, the TRAM and the Distribution Recovery

Mechanism (“DRM”) described herein, respectively.
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D. Tax Reform Adjustment Mechanism (“TRAM”)

1.

Rider Schedule FRP Section 5, Tax Reform Adjustment Mechanism, shall be modified
to address any changes to the federal corporate income tax rate (currently 21%) that
occur prior to the September 2023 billing cycle. The rate adjustments, if any, shall be
included in the TRAM as provided for under Section 5 of Rider Schedule FRP outside
of the Base Rider FRP Revenue Adjustment. (i.e., dollar-for-dollar outside of the FRP
bandwidth calculation and outside the Rate Cap Mechanism set forth in Section 2.C.2.d
of Rider FRP).

Rider Schedule FRP Section 5 provides that, in the event of a change to the federal
corporate income tax rate, ELL is permitted to create a regulatory asset or liability to
account for the difference in the then-current tax rate relative to what is reflected in
rates. The regulatory asset or liability will be created on the effective date of the tax
rate change, and the regulatory asset or liability will accrue carrying charges at the
Company’s weighted average cost of capital through the TRAM. In the event of a
future tax rate change and creation of a regulatory asset or liability, ELL shall make a
compliance filing pursuant to Section 501(C) of LPSC General Order dated July 1,
2019 to include such regulatory asset or liability as a component of the TRAM, and set
forth a methodology to change its rates and recover from or credit customers for the
value of that regulatory asset or liability after review and approval by the LPSC.

Any change in the federal corporate income tax rate may also require adjustment or re-
valuation of accumulated deferred income tax (“ADIT”) that is reflected in the
Company’s rate base. To the extent a change in the tax rate affects existing ADIT

balances, a regulatory asset or liability will be created on the effective date of the tax
Docket No. U-35565
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rate change, and the regulatory asset or liability will accrue carrying charges at the
Company’s weighted average cost of capital. In the event of a future tax rate change
and creation of a regulatory asset or liability, ELL shall make a compliance filing
pursuant to Section 501(C) of LPSC General Order dated July 1, 2019 to include such
regulatory asset or liability as a component of the TRAM, and set forth a methodology
to change its rates to recover from or credit customers for the value of that regulatory

asset or liability after review and approval by the LPSC.

E. Transmission Recovery Mechanism

1.

Rider Schedule FRP, at Section 3.F, continues to reflect a Transmission Recovery
Mechanism (“TRM”), which shall be in effect for Test Years 2020, 2021 and 2022,

without any changes from what was approved in Order No. U-34361.

F. Distribution Recovery Mechanism

1.

Rider Schedule FRP reflects the addition of a Distribution Recovery Mechanism
(“DRM”) in Section 3.G that will function in a manner similar to the TRM found in
Section 3.F. of Rider Schedule FRP, except that recovery through this mechanism will
be subject to a floor and ceiling and will be allocated based on a Distribution Plant in
Service Allocation Factor as a percentage of total retail Distribution Plant in Service.
The Company shall be allowed the opportunity to recover fully through Rider FRP,
Section 3.G, on a dollar-for-dollar basis outside the FRP bandwidth calculation and
outside the Rate Cap Mechanism set forth in Section 2.C.2.d of Rider Schedule FRP,
the pre-tax return on rate base and depreciation expense associated with (i) all
distribution capital additions that are placed in service, or expected to be placed in
service, between January 1 and August 31 of the Filing Year subject to a DRM Floor
Docket No. U-35565
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and DRM Ceiling and true-up as described below (“Filing Year DRM Amount”); and
(ii) distribution capital additions placed in service during the Evaluation Period subject
to a DRM Floor and DRM Ceiling as described below (“Evaluation Period DRM
Amount”), less the Filing Year DRM amount reflected in the prior year’s Evaluation
Report, if any. The Company will include a Filing Year DRM Amount in its initial
Evaluation Report using the best estimate then available. It will then update this
amount in a compliance report submitted prior to the rate effective date, with
explanations provided for changes in the amount. The end of period Distribution Plant
in Service estimated (based on most recent actuals) through August 31 of the Filing
Year shall be subject to an after-the-fact true-up in the next FRP Evaluation Period.
This true-up adjustment will be designed to correct over- or under- collections that may
have occurred due to the use of estimated Distribution Plant in Service through August
31 compared to actual Distribution Plant in Service through August 31. Beginning
with the 2021 Evaluation Report, ELL shall include with the FRP Evaluation Report,
a true-up report comparing the estimated Distribution Plant in Service through August
31 of the previous Filing Year and the actual Distribution Plant in Service through
August 31 of the previous Filing Year and, if the difference exceeds $2 million, a
calculation of the proposed adjustment to correct any over- or under-collections due to
the use of the estimated Distribution Plant in Service, with carrying costs at the
Company’s weighted average cost of capital (“WACC”), along with any workpapers

in native format with all formulae intact supporting that true-up calculation.

. DRM Floor - For purposes of calculating the Evaluation Period DRM Amount, rate

base included in the DRM shall include amounts for end of period Distribution Plant
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in Service above a DRM Floor of $200 million for 2020 and $150 million per year for
2021 and 2022. For purposes of calculating the Filing Year DRM Amount, rate base
shall include amounts of end of period Distribution Plant in Service estimated (based
on most recent actuals) through August 31 of the Filing Year above an amount equal
to two-thirds of the DRM Floor of $150 million, which represents the DRM Floor
prorated to eight of twelve months.

DRM Ceiling - For purposes of calculating the Evaluation Period DRM Amount, rate
base included in the DRM shall include amounts for end of period Distribution Plant
in Service above the applicable DRM Floor and up to the next $225 million per year.
For purposes of calculating the Filing Year DRM Amount, rate base shall include
amounts of end of period Distribution Plant in Service estimated (based on most recent
actuals) through August 31 of the Filing Year above an amount equal to two-thirds of
the DRM Floor of $150 million and up to the next $150 million, which represents the
DRM Ceiling of $225 million prorated to eight of twelve months.

For the purpose of calculating a revenue requirement under the DRM only,
Depreciation Expense recovered in the DRM shall be calculated using a three percent
annual depreciation rate multiplied by the rate base included in the DRM, with the
equivalent depreciation amount reflected as the Accumulated Reserve for Depreciation
of the revenue requirement, which will serve as a reduction to Plant in Service with the
net amount reflected as rate base in the DRM. Any difference between the three percent
depreciation rate and the actual depreciation rates applicable to the assets recovered
through the DRM is recoverable through the normal Base FRP recovery mechanism

(i.e., within the bandwidth mechanism). In other words, this assumed three percent
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depreciation rate is for ease of calculating a revenue requirement in the DRM only; this
is not meant to change the LPSC-approved distribution depreciation rates.
In each Evaluation Report, the FRP Revenue associated with the prior year’s
Evaluation Period DRM Amount shall be removed/reclassified from the DRM and
included as Present Rate Revenue for the Evaluation Period. Moreover, in each
Evaluation Report, the FRP Revenue associated with the prior year’s Filing Year DRM
Amount, if any, shall be removed from the DRM and included as Present Rate Revenue
for the current Evaluation Period and the associated revenue requirement therefore will
be annualized within the bandwidth calculation to appropriately compare to Present
Rate Revenue. Finally, amounts of rate base and depreciation expense included in the
revenue requirement for the Evaluation Period DRM Amount shall be excluded from
the FRP bandwidth calculation to avoid double recovery. Exhibit “B” provides an
example of the DRM calculation based on illustrative distribution plant additions for
the relevant Filing Year and Evaluation Period.
The DRM shall expire at the end of the FRP Extension Period, and specific
Commission approval will be required to extend it beyond that time period.
The Company shall engage in periodic reporting regarding the DRM as described on
Exhibit “C”.
The Company agrees to the following DRM Performance Accountability standards and
requirements:

a. IfELL’s 2021 SAIDI is not at least 1% below the lesser of the Commission’s

required SAIDI target or ELL’s 2019 SAIDI, then it shall provide customers a

one-time credit of 10% of the DRM Revenue Requirement allowed for Test
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Year 2020 to be implemented through an annual FRP adjustment in the 2022
Filing Year, if an FRP is still in place. If there is no FRP in place, there shall
be a one-time credit on the customer’s bills implemented in the first billing
cycle of September 2022 and spread over 12 months with carrying charges
calculated using the Company’s WACC; allocated to customers in the same
manner as DRM is collected.

If ELL’s 2022 SAIDI is not at least 2% below the lesser of the Commission’s
required SAIDI target or ELL’s 2019 SAIDI, then it shall provide customers a
one-time credit of 10% of the DRM Revenue Requirement allowed for Test
Year 2021 to be implemented through an annual FRP adjustment in the 2023
Filing Year, if an FRP is still in place. If there is no FRP in place, there shall
be a one-time credit on the customer’s bills implemented in the first billing
cycle of September 2023 and spread over 12 months with carrying charges
calculated using the Company’s WACC; allocated to customers in the same
manner as DRM is collected.

If ELL’s 2023 SAIDI is not at least 5% below the lesser of the Commission’s
required SAIDI target or ELL’s 2019 SAIDI then it shall provide customers a
one-time credit of 10% of the DRM Revenue Requirement allowed for Test
Year 2022 to be implemented through an annual FRP adjustment in the 2024
Filing Year. If there is no FRP in place, there shall be a one-time credit on the
customer’s bills implemented in the first billing cycle of September 2024 and
spread over 12 months with carrying charges calculated using the Company’s

WACKC, allocated to customers in the same manner as DRM is collected.
Docket No. U-35565

Stipulation Term Sheet
Page 10 of 17



Order No. U-35565
Attachment A, in globo
Stipulation Term Sheet
Page 11 of 67

d.

If ELL’s 2021 SAIFI is not at least 1% below its 2019 SAIFI, then it shall
provide customers a one-time credit of 8% of the DRM Revenue Requirement
allowed for Test Year 2020 to be implemented through an annual FRP
adjustment in the 2022 Filing Year. If there is no FRP in place, there shall be a
one-time credit on the customer’s bills implemented in the first billing cycle of
September 2022 and spread over 12 months with carrying charges calculated
using the Company’s WACC; allocated to customers in the same manner as
DRM is collected.

If ELL’s 2022 SAIFI is not at least 2% below its 2019 SAIFI, then it shall
provide customers a one-time credit of 8% of the DRM Revenue Requirement
allowed for Test Year 2021 to be implemented through an annual FRP
adjustment in the 2023 Filing Year. If there is no FRP in place, there shall be a
one-time credit on the customer’s bills implemented in the first billing cycle of
September 2023 and spread over 12 months with carrying charges calculated
using the Company’s WACC; allocated to customers in the same manner as
DRM is collected.

If ELL’s 2023 SAIFI is not at least 7% below its 2019 SAIFI, then it shall
provide customers a one-time credit of 8% of the DRM Revenue Requirement

allowed for Test Year 2022 to be implemented through an annual FRP

“adjustment in the 2024 Filing Year, if an FRP is still in place. If there is no FRP

in place, there shall be a one-time credit on the customer’s bills implemented in

\
the first billing cycle of September 2024 and spread over 12 months with

Docket No. U-35565
Stipulation Term Sheet
Page 11 of 17



Order No. U-35565
Attachment A, in globo
Stipulation Term Sheet
Page 12 of 67

carrying charges calculated using the Company’s WACC; allocated to
customers in the same manner as DRM is collected.

For years 2021, 2022 and 2023 (reports due February 2022, 2023, 2024), if ELL
fails the Commission’s then current requirements for the SAIFI Metric, it shall
provide customers in the next year a one-time credit of $1,500,000 to be
implemented through the annual FRP adjustment of the following Filing Year
and spread over 12 months. If there is no FRP in place, there shall be a one-
time credit on the customer’s bills implemented in the first billing cycle of
September of the following Filing Year and spread over 12 months with
carrying charges calculated using the Company’s WACC; allocated to
customers in the same manner as DRM is collected. This provision provides
the exclusive remedy available to the Commission for any such failure by ELL
in 2021, 2022 and 2023 to meet the requirements of the Commission’s General
Order dated April 30, 1998 in Docket No. U-22389 (“SAIFI/SAIDI General
Order”).

For years 2021, 2022 and 2023 (reports due February 2022, 2023, 2024), if ELL
fails the Commission’s then current requirements for the SAIDI Metric, it shall
provide customers in the next year a one-time credit of $1,500,000 to be
implemented through the annual FRP adjustment of the next Filing Year and
spread over 12 months with carrying charges calculated using the Company’s
WACC. If there is no FRP in place, there shall be a one-time credit on the
customer’s bills implemented in the first billing cycle of September of the

following Filing Year; allocated to customers in the same manner as DRM is
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G.

collected. This provision provides the exclusive remedy available to the
Commission for any such failure by ELL in 2021, 2022 and 2023 to meet the
requirements of the Commission’s General Order dated April 30, 1998 in

Docket No. U-22389 (“SAIFI/SAIDI General Order™).

Midcontinent Independent System Operator, Inc. Cost Recovery Mechanism
(“MCRM”)

1. Rider Schedule FRP, continues to reflect a MCRM at Section 4, which shall be in effect
for Test Years 2020, 2021 and 2022, without any changes from what was approved in
Order No. U-34361.

Other Stipulation Terms

1. Except for items identified in immediately following paragraph H(2) below, and other
than through the FRP’s Annual Redetermination of Rate Adjustments and subject to
the rate reset and Rate Cap Mechanism provided in paragraphs C(4) and C(7) above,
this Stipulation resolves all revenue deficiency/lost revenue claims for Test Years 2020,
2021 and 2022, so ELL cannot pursue separate claims for those Test Years.

2. All Parties reserve all rights to seek recovery of and/or oppose claims by ELL for the
following items:

a. COVID related write-offs for arrearages/bad debt if and when claims are
pursued by ELL for recovery of write-offs after it works through payment plan
efforts.

b. COVID related waivers of late fees/forfeited discounts if and when claims are
pursued by ELL for recovery of such waived late fees.

c. Incremental expenses arising from ELL’s COVID response or from
implementation of the LPSC’s orders pertaining to COVID.
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d. New events that occur in Test Years 2021 or 2022 and that, pursuant to Section
3.C of ELL’s Rider FRP, would permit ELL to file as a Force Majeure claim
for rate or other relief outside the bandwidth provisions of the FRP and caps
provided herein, with such request to be considered by the Commission in
accordance with its regulations and applicable law governing such filings;
provided, however, that any claims for revenue deficiency/lost revenue claims
for Test Years 2020, 2021 and 2022 directly resulting from or directly related

to COVID shall not be a new event under this provision.

3. Separate from this Stipulation, if ELL seeks authorization from the Commission to

recover any hurricane or COVID related costs, ELL shall request, and all Parties agree
to take the position, that any authorized recovery of such costs from customers not
commence any earlier than January 1, 2022. All Parties acknowledge, and may address
in any such proceeding, the fact that delaying cost recovery until 2022 may increase
the cost ultimately paid by customers.

The Company shall be permitted to defer up to $7 million/year of expense in Test Year
2021 and 2022 for Outside of Right of Way Vegetation Management, with the deferred
balance being recovered over a 10-year period with carrying costs at the applicable
WACC. For this deferral mechanism, Outside of Right of Way Vegetation
Management shall mean (i) trimming or removal of damaged, dying, diseased, decayed,
leaning, or otherwise compromised trees located outside ELL’s right of way that might
endanger the Company’s conductors and structures and (ii) where the owner or legal
possessor has provided consent or provided ELL a contractual right to do so. ELL shall

not be permitted to defer under this provision any expense associated with trimming or
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removing trees from outside of the right of way where it did not have consent or a
contractual right to do so. ELL shall file into the record of this proceeding a public
report with the Commission every six months starting six months from the date of the
order in this matter setting forth by zip code (i) the number of trees outside of its right
of way it removed or trimmed with the consent of the property owner or pursuant to a
contractual right and (ii) the number of trees it removed without consent or a
contractual right to do so. ELL shall serve this report on all Parties. This reporting
requirement is not intended to pre-empt or substitute for any approvals that may be
required under local, state and/or federal law. In authorizing this deferral, the
Commission is not asserting or attempting to assert review of, or take any position with
regard to: property rights, property damage or other claims, zoning, right-of-way, land
use, or any environmental concerns as those are not subject to the jurisdiction of the
Commission.

The Parties shall engage in a collaborative process to present and discuss proposals for
an Arrearage Management Plan (“AMP”), including an implementation plan and
timeline. If the Parties do not reach agreement on an AMP proposal within 45 days
after issuance of an LPSC order approving this Stipulation, then any of the Parties may
within 60 days after issuance of an LPSC order approving this Stipulation file an
individual AMP proposal for consideration by the LPSC.

ELL shall not request an extension of this FRP that includes any initial request for rate
reset or change to base rates at the outset of such extension (e.g., no requested rate reset
or other Base FRP revenue adjustment) other than through application of the existing

FRP’s Annual Redetermination of Rate Adjustments. If ELL seeks such a rate reset or
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